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FOREWORD

In October 1979, the Administrator of the Agency for
International Development (AID) initiated an Agency-wide
ex-post evalurtion system focusing on the impact of AID-funded
projects. These impact evaluations are concentrated in par-
ticular substantive areas as determined by AID's most senior
executives. The evaluations are to be performed largely by AID
personnel and to result in a series of studies which, by virtue
of their comparability in scope, will ensure cumulative find-
ings of use to the Agency and the larger -development commu-
nity. This study, "Jamaica: The Impact and Effectiveness of
the PL 480 Title I Program," was conducted in January 1982 as
part of this effort. A final evaluation report will summarize
and analyze the results of all the studies in this sector and
relate them to program, policy, and design requirements.
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PREFACE

PL 480 Title I represents the largest program administered
by the Agency for International Development (AID). In FY 1982,
it allocated over $600 million. It provides concessionary
financial assistance to 25 countries for the purchase of food
grains and other agricultural commodities. In order to improve
its operation, the Administrator, Mr. McPherson, directed the
Bureau for Program and Policy Coordination, Office of Evalua-
tion, Studies Division, to conduct a series of country-specific
impact evaluation studies.

Since agsistance under PL 480 Title I is genrrally not in
the form of projects, as in the case of roads, irrigation, or
agricultural services, the evaluation methodology employed
differed from the many other impact evaluation studies
conducted to date. By virtue of the program's mzin economic
focus, the evaluation highlights macroeconomic issues such as
the impact on balance of payments support, agricultural price
policy and related incentives or disincentives to food
production, and income distribution effects. In addition,
where infcrmation was available, the impact of the program on
dietary patterns and nutrition or health status was
investigated. Where specific self-help agreements are
identified, the evaluation teams have reviewed the available
evidence on target population impact. Finally, where certain
foreign policy objectives are attained through this program,
they are highlighted.

This report on Jamaica represents one of a series of
country PL 480 Title I studies. The report on Sri Lanka has
already been published, two other studies will be availatle
soon on Egypt and Peru, and it is envisioned that three
additional country studies will complete the review, with a
synthesis paper to conclude the series in 1984.

The Studies Division of the Office of Evaluation, Bureau
for Program and Policy Coordination, wishes to extend a special
thanks to U.S. Department of Agriculture staff members for
their cooperation and participation in the PL 480 Impact
Bvaluation Series.

Richard N. Blue

Asgsociate Assistant Administrator

Office of Bvaluation

Bureau for Program and Policy
Coordination
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INTRODUCTION

This evaluation of the PL 480 Title I program in Jamaica
was the first in a series of impact evaluations of Title I
projects. An evaluation team was assembled in late 1981 and
included an AID macroeconomist, a PL 480 program planner from
the Department of Agriculture, a representative of AID's Bureau
for Program and Policy Coordination, and a consultant with
experience in public health systems and familiarity with the
issues of feeding programs. The team leader was Director of
Program, Policy, and Evaluation for AID's Bureau for Food for
Peace and Voluntary Assistance. The team met for the
eguivalent of one day in Washington and spent the period
January 5-22, 1982 in Jamaica, doing field work and drafting
parts of this report.

The team thanks Ms. Grace Simons in the USAID Mission for
her cooperation and assistance and her useful insights into the
PL 480 program. Ms. Simons and others made appointments for
team members to see Jamaican Government ministry personnel as
well as officials of importing and food processing organiza-
tions; this was very helpful and saved the team much time. The
USAID Mission was not able to provide administrative or logis-
tical support, and we tried to avoid imposing on Mission
personnel.

We would also like to thank the many Jamaicans, in
Kingston and throughout Jamaica, who gave so freely of their
time and so frankly of their opinions. To mention a few would
be to ignore the many. Rather, it may be said that virtually
all the Jamaicans interviewed during the course of the team's
visit (see Appendix L) were exceptionally helpful and coopera-
tive and clearly are dedicated to improving the lot of their
countrymen.
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GLOSSARY

Agricultural Marketing Corporation. A Government of
Jamaica entity established under the Manley Government
to operate food buying stations and retail outlets as an
alternative to domestic marketing by individuals (hig-
glers). The AMC was abandoned as a domestic marketing
structure by the Seaga Government in late 1980.

Commodity Credit Corporation. The U.S. Department of
Agriculture's financing arm for all domestic and export
commodity programs. The CCC provides the concessional
financing for all PL 480 Title I export sales.

Caribbean Development Facility.

Child Feeding Services. The Government of Jamaica
entity responsible for manual repackaging of and trans-
portation of maternal and child health and school feed-
ing program commodities to rural warehouses and health
clinics.

Central Foods Organization. The Government of Jamaica
entity responsible for handling and storage of the

PL 480 Title I blended and fortified foods for the
various Government feeding programs.

Currency Use Payment. Authorizes a portion of PL 480
Title I agreement payments to be repaid in recipient
country's local currency for use in that country by the
U.S. Embassy.

European Economic Community.

Economic Supbort Funds.

Government of Jamaica.

Jamaica Commodity Trading Company (see JNH).

Jamaica Nutrition Holdings, Ltd. The Jamaica State
trading corporation established in 1974. It was respon-
sible for all food imports, including PL 480 Title I
commodities, until 1981, when it was reorganized as the
Jamaica Commodity Trading Company (JCTC).

Maternal and Child Health.

Ministry of Agriculture.

Ministry of Education.




Ministry of Health.

National Family Planning Board of the Government of
Jamaica.

Nutrition Products Center. Formerly the Government of
Jamaica-finarnced kitchen facility providing lunches for
distribution under the school feeding program in the
Kingston, St. Andrew Corporate area. 1Its duties were
later assumed by Nutrition Products, Ltd. (NPL).

Project Analysis and Monitoring Company. The Government
of Jamaica entity responsible for the review and coordi-
nation of the feeding programs after 1979 (formerly the
Project Development and Review Division of the Ministry
of Finance).

School Feeding program.

Usual Marketing Requirement. Average annual volume of
commercial import purchases during the previous five
years for commodities supplied under Title I. Included
in agreements to enJure that Title I sales do not dis-
place U.S. commercial export sales or unduly disrupt
world prices of commodities and normal patterns of
commercial trade.
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SUMMARY

PL 480 Title I progr2ms are poorly understood, more com-
plicated than other development assistance activities, and
often designed to serve purposes that are outside the usual
analytical framework of aid practitioners. Thus, tc evaluate
the program, it is necessary to identify its principal objec-
tives (Title I program documentation is not always the best
guide) as well as those elements of the program on which the
evaluation shculd focus, such as the relative importance of
macroeconomic impacts or specific self-help measures contained
in the agreements. It is also necessary to select a
representative program period for evaluation. (Title I pro-
grams have been in effect in Jamaica since 1974.)

The period 1975-1980 was chosen for examination in
Jamaica. This was a period in which the Title I program
expanded, as did other aspects of U.S. assistance to Jamaica,
in response to worsening political and economic conditions.

The year 1981 waz not included, since the impact of events in
that year, including the programs and policies of the new '
Government elected in late 1980 and the impact of the 1981
Title I agreement of $17.1 million, could not be satisfactorily
assessed at the time of the evaluation in January 1982.

The Title I program, which averaged roughly $10 million in
the years 1977-1980, was part of a larger U.S. effort to
ameliorate worsening economic conditions in Jamaica, where the
economy had begun to slide in the early 1970s. The rationale
behind increased eccnomic assistance to Jamaica, as well as to
the smaller nations in the Caribbean, was that the aid (1)
would be a clear demonstration of the friendship and support of
the United States and (2) would contribute to economic stabil-
ity, adjustment, and growth. Both these objectives would in
turn serve to weaken Fidel Castro's appeal to Caribbean
leaders, particularly Michael Manley of Jamaica.

Notwithstanding increased aid flows from the United States
directly to Jamaica through development assistance loans and
grants, Economic Support Funds (ESF), and PL 480 concessional
financing, as well as indirect aid through the Caribbean
Development Facility and substantial aid from other donors,
Jamaica's economy continued to move downward, and its Prime
Minister apparently moved toward the political left. 1In the
period 1976 to 1980, Gross Domestic Product (GDP) fell 14 per-
cant, the unemployment rate rose from 22 to 27 percent, and the
structure of production remained excessively dependent on im-
ports, without significant improvements in the capacity to ex-
port. Relations with the Manley Govornment remained strained
although there were "bright spots®™ that helped to sustain sup-
port for foreign aid to Jamaica (e.g., Jamaica's support of the
United States on Iran and Afghanistan in the United Nations).

- }
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The causes of the continued economic slide were the same
as those that had led to its inception: excessive and
ineffective Government intervention in the economy and other
economic policy failures; adverse movements in international
commodity prices; capital flight; and reluctance of Ioreian
investment (and to a lesser extent, tourists) to enter a
country whose politics were uncertain, where labor unrest was
notable and costs were high, and where crime was a prominent
part of everyday life.

PL 480 Title I food aid, averaging U.S.$10 million a year
in the period 1977-1980, was itself too insignificant and
fungible a resource to have any discernible impact on the
Jamaican economy. Annual imports in 1979, for example, were
$1 billion and U.S. food aid was only about 1 percent of that
amount. At the same time, food aid was part of a larger U.S.
assistance response, which in turn was a significant element in
a multidonor effort to support stabilization and adjustment in
Jamaica by providing foreign exchange. The issue, thus, was
the general effectiveness with which this foreign exchange was
utilized by Jamaica. For the reasons cited above, the foreign
assistance effort at best helped alleviate the symptoms of
economic crisis (at a considerable cost in terms of increased
foreign debt) but did not effectively contribute to a construc-
tive resolution of the crisis. The Jamaican economy was no
more able to meet its foreign exchange needs on its own in 1980
tharn it was in 1976.

With respect to more specific economic effects on food
production and supply, it is unlikely that the concessional
food imports were additional to what Jamaica would have
imported without that aid. The Government of Jamaica's (GOJ)
pattern of economic management in the period suggests that,
while there were severe restrictions on imports, a minimum
level of total food requirements was determined, and food im-
ports required to meet this level would be brought in, whether
concessionally financed or not. Insofar as PL 480 did not aug-
ment imports of food, the issue of direct disincentive effects
of food aid (i.e., those exclusively attributable to PL 480) on
overall domestic food production does not arise.

PL 480 may have affected the composition “f imports,
resulting in an altered pattern of incentives that might
positively affect some crops and negatively affect others.
Because PL 480 was thought mainly to have had balance of
payments effects, and because overall food import policy (as
described below) provided greatly enhanced incentives to
domestic food production, no detailed study was made of the
compositional effects of imports and their possible impact on
the pattern of domestic production.
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Jamaican food import policy after 1975 provided a strong
stimulus to domestic food production. Food imports were
reduced by 54 percent in real terms between the early and late

1970s. At the same time, the annual increase of agricultural

crops for domestic use rose from .5 percent in the early period
to 5 percent in the later period. Production and distribution
were carried out mainly by the private sector and were largely
unregulated. This case provides a compelling example of the
positive incentive effect of reduced food imports on domestic-
food production. , '

Accordingly, food aid was associate? with an overall food
import policy that stimulated domestic production 2nd thus
avoided having an irdirect disincentive impact as well.

The self-help measures in the 1975~1980 Title I agreements
covered a number of sectors (agriculture, health, housing, edu-
cation, and nutrition) and were expressed in terms which
inhibited reliable assessment of accomplishments. The measures
were secondary to {though some were supportive of) the
principal politico-economic purposes of the assistance. They
enabled the GOJ and USAID to agree on where local currencies
generated under the agreements should go; thus, they reflected
the AID loan and grant portfolio to a large extent, as well as
the development priorities of the GOJ. While the GOJ dutifully
submitted annual reports listing steps taken to carry out the
self-help measures, these generally were compilations of proj-
ect progress reports (including but not limited to those funded
by AID). While they did not appear to be used as a basis fror
future determinations of PL 480 levels, they did serve as a
basis for future self-help measures, since these reappeared
year after year with little or no textual change.

The self-help measurez of the PL 480 agreements in the
period 1975-1980 did little if anything to contribute to
development in Jamaica. Formally, of covrse, they did
stipulate counterpart uses supportive of development projects.
Monitoring these self-help projects, however, was not seen ac a
ser ious matter either in Kingston or in Washington. L

The agreement on counterpart allocations did have an
interesting side effect, however. A Ministry of Finance
spokesman said that he was able to press line ministries to
meet their implementation responsibilities under AID projects
because it was important not to allow the funds generated by
sales of PL 480 commodities to languish in the account into
which they were deposited. Further, the counterpart gave |
additional assurance that the GOJ financial obligations towards .
AID projects would be met in timely fashion. (Other donors
were encountering difficulties of this nature; the Caribbean ’
Devg%opm;nt Facility [CDF) was intended to resolve this o
problem.) :
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The Jamaica Title I prcgram must be understood as repre-
sentative of how Title I food aid was employed in a highly

. charged economic and political environment during the past

decade. That is, the decision to allocate Title I aid to
cJamaica had important political underpinnings. The aid's sta-
bilizaticn and adjustment objectives were paramount, and more
traditional longer term develorment objectives were not of
major interest.

Further, there was only limited development of markets for
U.S. commodities associated with this program. This was due in
part to the fact that corn was the principal import and the
U.S. already was the exclusive supplier. Also, other coun-
tries' objections (Guyana and other CARICOM countries) to addi-
tional U.S. rice, wheat, and wheat flour exports tc Jamaica
prevented market development for these commodities.

Future Title I agreements should be more "coherent"™ than
those in Jamaica in 1975-1980. That is, where the probilem is
clearly definable in terms of economic stabilization and
adjustment, the self-help measures and perhaps local currency
allocations as well should be closely linked to those terms and
not seek to address an unduly broad range of important, but

~ less immediately relevant, development challenges. In_these

situations, the most important "self-help" measures are the
economic policies implemented by the Government to promote -
stabilization and adjustment in the economy. Whether the
amounts of food aid are large or small, the effectiveness of
each dollar of food aid will depend crucially on Lhe efficacy
of these policies.

Where, however, a Title I program is not based on a struc-
tural balance¢ of payments crisis, but is to serve more as
vehicle for contributing to longer term well-beiny and gtowth,
then there should be a presumption that the self-help measires

‘and the local currency used--indeed, the entire agreement--will

be directed toward achieving progress in the recipient coun—
try's food sector. 1In short, there is no one model for a

PL 480 Title I program. Jamaica's program appears to have been
based on an attempt to blend two models.

The feeding-program components of the Title I program (a
heritage from the time when only Title II aid was provided to
Jamaica) for the period 1975-1980 were poorly designed and
administered (with the possible exception of the urban school
feeding program). Also, the USAID Mission did nci: adequately
attend to them, in part because the program lacked the separate
identity that Title II programs enjoy; they were instead minor
components of a large Title I activity. The team found no
evidence that the feeding program, which was not :losely moni-
tored or studied over time, had any discernible effect on
school attendance, performance in school, or even on nutrition.







I. BACKGROUND

A. Origins of Evaluation

In late 1980, the Agency for International Development
(AID) began to consider the advisability of adding evaluations
of PL 480 Title I programs to the list of the program and sub-
ject areas undergoing impact evaluations. The decision to
initiate a series of impact evaluations in this area was based
on the size of the Title I program (roughly equal to the size
of the development assistance program); the significant poten-
tial impacts that Title I programs could have on such objec-
tives as economic development, U.S. market development, and
hunger alleviation; and the increased emphasis AID was already
placing on the development objectives of PL 480.

The examination of the Title I program in Jamaica was the
first in a series, and its aim was :ts provide an opportunity to
develop a methodology that could be used in the future to eval-
uate other Title I programs. It was recognized that the spe-
cial characteristics of food aid required their own methodology
because the methodologies employed to evaluate such activities
as rural roads or small-scale irrigation projects were inappro-
priate.

B. PL 480 Title I

Familiarity with the nature and operations of PL 480
Title I programs is important for a complete understanding of
program impact. (Appendix C describes PL 480 Titles I, II, and
III and provides additional information, particularly on
Title I, ﬁor readers unfamiliar with these programs.)

\l

In brief, a Title i program authorizes the sale of U.S.
agricultural commodities on concessional terms to "friendly"
developing countries. The concessional nature of Title I
financial terms includes extended repayment periods (up to 40
years) and low interest rates (2 or 3 percent). In some cases,
Title I agreements may require an initial payment (generally 5
percent of total agreement financing) to be made by the recipi-
ent country at the time of delivery of commodities at a U.S.
port. Similarly, a currency use payment (CUP) may also be
required in some agreements. This authorizes a portion of the
agreement to be repaid in the recipient country's local
currency for use in that country by the U.S. Embassy.

Title I agreements specify the level of fihancing to be
provided, as well as the commodities to be purchased and their
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estimated tonnages. Exact tonnages will depend on market
prices at the time of purchase. The agreement will also
specify a "usual marketing requirement®™ (UMR) for each commod-
ity to be supplied. UMRs represent the average annual volume
of commercial import purchases during the previous five years
and are included in the agreement to ensure that Title I sales
do not displace U.S. commercial export sales or unduly disrupt
world prices of commodities and normdl patterns of commercial
trade. By design, Title I assistance is to be "additional™ to
the level of commercial imports which the recipient country
would normally purchase.

Commodities imported through Title I are generally sold on
the local market by the recipient country goveznment; the cur-
rencies generated by these sales are then available for use by
the government. These currencies may be allocated to support
"self-help" Zevelopment measures specified in the Title I
agreement or for general budgetary support in selected sectors
wvhich have also been specified in the agreement. The self-help
measures which are required as part of all Title I agreements
are steps which the recipient government agrees to undertake in
order to qualify for the assistance. These measures may be
directed toward a variety of activities, including agricultural
and rural development, nutrition, and population planning. An
annual report detailing progress in implementing the self-help
measures is also required by the Title I agreements.

In contrast to Title I concessional sales, the PL 480
Title II program provides for donations of U.S. food commodi-
ties. In many cases the commodities are targeted to specific,
nutritionally vulnerable groups, with distribution through
maternal and child health (MCH) activities, school feeding pro-
grams, and Food-for-Work projects. Frequently, these projects
are administered by private U.S. voluntary agencies.

II. PROGRAM SETTING

A. Physical Characteristics

Jamaica, the third largest island in the Caribbean and the
largest of the English-speaking islands, has a total area of
4,244 square miles. A mountain ridge, rising to over 7,000
feet at its highest point, divides the island into northern and
southern coastal areas, but almost half of Jamaica's land area
is over 1,000 feet above sea level. Jamaica's tropical climate
is an asset, providing excellent conditions for both agricul-
ture and toirism. The island is dominated by a single, large
urban center, the Kingston metropolitan area, which contains
more than 25 percent of Jamaica's 2.2 million population.




B. Political Setting

In 1972, Michael Manley was elected Prime Minister of
Jamaica. His election at the head of the People's National
Party (PNP) marked the first time that the more conservative
Jamaica Labour Party (JLP) had been out of power since the
island attained independence in 1962. The PNP, espousing a
political philosophy it called "Democratic Socialism,™ believed
that the Government should take a significantly more activist
role in the national economy, including equity and management
participation in economic enterprises.

Manley himself was a charismatic figure who, perhaps
influenced by dependency theorists, shared their belief that
reliance on the developed nations and the influence of multi-
national corporations was a constraint to long-term economic
growth and development. Following its election in 1972, there-
fore, the Manley Guvernment undertook a series of measures
including a production levy on bauxite and the nationalization
of various firms. At the same time, Manley increasingly became
a spokesman for the Third World and greatly increased Jamaica's
official and unofficial contacts with Cuba.

As a result of these developments, relations between
Jamaica and the United States deteriorated; they were not
improved by Manley's increasingly radical rhetoric as Jamaica's
economy worsened. In 1977, however, there began a period of
ascendancy by the more moderate faction of the PNP because of
the failure of the party's radical faction to produce a viable
solution to Jamaica's mounting problems. As a result, during
this period Jamaica began discussions on a stabilization plan
with the International Monetary Fund (IMF) and other donors.
It was at that point that the U.S. Government, wishing both to
cooperate with international efforts to support recovery of
Jamaica's economy and to encourage what it perceived as a
moderating trend within the PNP, decided to increase the size
of its bilateral assistance package.

C. Economic Setting

The crisis situation that had developed by the mid-1970s
can be attributed to internal and external factors, both short
term and medium term. By the early 1970s, the Jamaican economy
had developed along extremely dualistic patterns that resulted
in a relatively high degree of income inequality, unsatisfac-
tory employment performance, and a structure of production that
was excessively dependent on imports. The underlying causes
included a variety of factors that diminished the role of
market forces in the economy. These included policies that
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discouraged agricultural production (including subsidized food
imports, adverse movements in the rural/urban terms of trade,
and a low share of agriculture in total investment); a system
of trade and industrial incentives that encouraged a highly
import- and capital-intensive stracture of production and led
to a manufacturing sector in which enterprises were sheltered
from both domestic and foreign competition; and an increasingly
militant organized labor movement which resulted in artifi-
cially high labor costs in the formal sectors of the economy
and mitigated against employment expansion. Despite the
adverse effects of these factors on growth, employment, and
income distribution, the extent of basic needs satisfaction was
relatively high (compared with countries at similar income
levels) because of Government programs in health, education,
and nutrition.

The Government that was elected to power in 1972 had
placed great priority on employment and income distribution and
chose to address these problems through increased public inter-
vention and control of the economy, thus further reducing the
role of market forces. This was manifested in a sharply ex-
panded role for public enterprises in production and distri-
bution, steep increases in public employment and Government
expenditures, intervention in labor markets resulting in high
minimum wages and a strengthened role for unions, and increased
restrictions and controls on imports.

At the same time, a variety of other factors also con-~
tributed to a mounting structural imbalance between the supply
of and demand for foreign exchange. First, direct foreign
investment, which had financed the current account deficit in
the early 1970s, dropped off as major projects in tourism and
mining were completed. Second, import prices of fuels and raw
materials increased sharply. Export prices also rose sig-
nificantly as a result of the bauxite levy imposed by the
Government and favorable movemrats in agricultural commodity
prices. However, export volumes declined sharply, reflecting
declining world demand and the effects of the bauxite levy.
Third, tourism receipts fell, the result of the 1974 recession
in developed countries and diminished internal security.
Fourth, as direct foreign investment declined, the Government
borrowed heavily abroad on nonconcessional terms, resulting in
increased debt service requirements and diminished creditworth-
iness by the mid-1970s.

By 1976, foreign exchange, upon which the structure of
production still depended heavily, had become extremely scarce.
The deficit for goods and nonfactor services was on the order
of $250 million (roughly 10 percent of GDP) in both 1975 and
19745. Because of mounting outflows of investment income,
including interest payments abroad, the current account
deficits in these two years were around $310 million. Real GDP
. fell by 6 percent from 1975 to 1976.




During the first half of 1977, the Government undertook a
number of measures to address the crisis, including wage guide-
lines and restrictions, increased restrictions on imports, de-
valuation, and measures to impruve public finances. These
neasures led to a two-year standby agreement with the IMF.
Bowever, slippages under the agreed upon program led to an
interruption of the agreement by the end of 1977 and negotia-
tion ot a three-year Extended Fund Facility (EFF) agreement by
May 1978. The policy measures on which this agreement was
based included measures to promote output and growth (through
better functioning of public enterprises and the import-
licensing system, encouragement of domestic and foreign private
investment, incentives to exporters, etc.); restrictions on the
growth of wages and improved regulation of prices; improved
fiscal and monetary performance; and devaluation. More gen-
erally, the measures focused on improvements (rather than
reductions) in public participation in the economy.

The EFF agreement was reviewed in May 1979. By all
accounts the IMF was fully satisfied with GOJ performance and
agreed to double its contribution during the second and third
years, to approximately $170 million per year, because of un-
controllable external events, including the effects of the
large increase in oil prices, that had adversely atfected the
economy. (However, by the end of 1979, the agreement was
suspended. See Section IV-D., below.)

D. The AID Program Setting

During the mid-1970s, the AID program in Jamaica was
modest. In FY 1975, for example, total economic assistance
(development assistance, PL 480, and Peace Corps/other activi-
ties) totaled $4.3 million. Similarly, in the 15-month period
of FY 1976 and the transitional quarter, U.S. assistance was
$5.1 million. Thus, immediately prior to the beginning of
large-scale U.S. economic assistance, the AID program was a
relatively minor portion of the foreign assistance resources
Jamaica was receiving. The bulk of the U.S. assistance during
this time, furthermore, was divided almost equally between
PL 480 Title II and the Peace Corps/other categnry; development
assistance was a minor element of the program, totaling
$600,000 in FY 1975 and $900,000 in FY 1976 and the transi-
tional quarter.

Following a major review in 1977 of conditions in Jamaica,
and based on recommendations that assistance be substantially
increased in order to alleviate the balance of payments crisis
and reverse economic decline, the President approved a total
aid level of $62 million for FYs 1977 and 1978, of which PL 480
was to be $22 million.
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III. THE FOOD AID PROGRAM: DESCRIPTION AND PURPOSES

A. Goals

In the period FY 1977-1980, food aid was one component of
a U.S. assistance program that was premised on the objective of
promoting economic recovery in Jamaica as the first step to-
wards sustainable gsowth and development. The initial assist-
ance package which was approved for FY 1977-1978 therefore,
consisted of quick-disbursing PL 480 Title I ($22 millionj,
Housing Investment Guaranties ($15 million), and Security Sup-
porting Assistance ($10 million). The balance of this initial
package was made up of $15 million in development assistance
loans to address longer term problems in the Jamaican economy.

Although the composition of the program that was actually
implemented in FY 1977-1978 and subsequent years varied to some
extent from the approved package, the intent of the mix was
maintained. That is, the bulk of the assistance was to be
rapidly disbursing and targeted at alleviating Jamaica's for-
eign exchange crisis on a sustainable basis.

At the same time, USAID/Jamaica sought to address the
longer term problems of the stagnant agricultural sector,
severe unemployment, and overpopulatioa through development
assistance-funded projects. The bulk of the Mission's efforts
during this period, therefore, was directed at the agriculture
sector, although there was also involvement in the health,
population planning, and education sectors.

B. Program Description

PL 480 Title I assistance began in Jamaica in FY 1974 when
an agreement was signed with the GOJ authorizing the sale on
concessional terms of $800,000 of blended and fortified foods.
These commodities were distributed through school feeding and
maternal and child health programs administered by the Jamaican
Government. Since 1967, the United States had been supplying
these foods for use in the feeding programs through Title II
donations.

Although the Title II program initially involved a vol-
untary agency as an intermediary, by 1973 the program was
Government-to-Government. In 1973, in view of the relatively
hi%h per capita income of Jamaica, the grant program was
shifted to a Title I concessional sales program. Thus, in
1974, 1975, and 1976, the United States provided small volumes
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highly concessional financing ta2rms (Title I), and the Govern-
ment of Jamaica distributed the food through health clinics and
as part of school feeding programs.

In FY 1977, the character of the Title I program changed
markedly. The level of Title I programming grew to $12.0
million as one element of a larger package of U.S. development
assistance. And while blended and fortified foods continued to
be included in the Title I program, bulk commodities were
added, to be resold by the GOJ on the local market. Thus, the
program in Jamaica came to reflect the more traditional char-
acter of Title I programs. Agreements and/or amendments of
$10.0 million followed annually in FY 1978 through FY 1980.

The financial terms of the early Title I agreements pro-
vided dollar credit, 18-year repayment, 3-percent interest, and
required a 5-percent initial payment. Adjustments to these
terms were also made in the FY 1977 agreement with the goal of
easing the repayment obligation in the near term, when it was
believed that Jamaica's financial difficulties would be most
severe. The agreements of 1977 through 1980 provided convert-
ible local currency credit, l2-year repayment with 3 years
grace, 3-percent interest, and no initial payment.

During the period covered by this evaluation, 328,200
metric tons of commodities valued at $43.6 million were shipped
to Jamaica. Corn made up the bulk of the shipments, represent-
ing 80 percent of total volume (263,000 metric tons) and 65
percent of total value ($28.2 millicn). Wheat and wheat flour
shipments were 10 percent of total tonnage (33,400 metric tons)
valued at $5.7 million, while vegetable oil represented 1 per-
cent of tonnace (4,900 metric tons) valued at $2.9 million.
Blended and tcrtified foods made up 8 percent of total tonnage
(26,900 metric tons) valued at $6.8 million.

The importation of Title I commodities into Jamaica has
been the responsibility of Jamaica Nutrition Holdings, Ltd.
(JNH), a state trading corporation (reorganized in 1981 as the
Jamaica Commodity Trading Company, Ltd.). Procedures for han-
dling Title I imports do not appear to have differed markedly
from those followed for commercial purchases of like commodi-
ties. JNH factored in Title I shipments with the scheduling of
all other imports for which it was responsible.

An exception to standard import procedures, however, was
the handling of receipts for Title I commodities. Following
their sale to either Jamaican processors or wholesalers, JNH
was responsible for depositing the local currency generations
into the Title I account at the Bank of Jamaica. Disbursements
were made from this account, on order of the Ministry of Fi-
nance, to projects and programs agreed upon by the Government
of Jamaica and AID in or pursuant to the Title I agreement.
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Another exception to the regular commercial .import pro-
cedures followed by JNH occurred in shipping arrangements,
which had to be altered for Title I imports based on the U.S.
Cargo Preference Act and its requirement that 50 percent of all
Title I commodities be shipped on privately owned G.S. flag
vessels. Tuhis requirement presented difficulties for JNH, pri-
marily because many U.S. flag vessels are larger than those
used in Jamaica's commercial importing and cannot be easily
accommodated at all Jamaican ports. This situation reduced
JNH's flexibility in its importing operations and, in some in-
stances, resulted in large accumulations of demurrage charges
for uila. Large shipments of corn were particularly problematic
as they had to be unloaded at Port Esquivel, a bauxite loading
port, where ships receiving bauxite have priority at berth. 1In
cases where the discharge of corn was delayed, demurrage
charges resulted. In one case a demurrage charge of $125,295
of Title I freight was documented.

The importation of Title I commodities was also plagued by
the limited availability of storage facilities. Limited stor-
age does not have to be a problem, provided the Title I agree-
ment is signed early in the fiscal year so commodity shipments
can be scheduled to arrive at appropriate intervals. However,
in the case of Jamaica, agreements made prior to 1980 tended to
be signed late in the year. As a result, commodities had to be
scheduled for shipment over a relatively short period of time,
leading to either an overburdening of Jamaica'a storage facili-
ties or the need ror extensioas of the terminal shipping dates
through amendments to the agreements. Beginning with the
FY 1980 agreement, these problems have been avoided to a con-
siderable degree as the agreements have been signed earlier in
the fiscal year.

Following their arrival in Jamaica, the Title I commodi-
ties (with the exception of the blended and fortified Eoods)
were sold by JNH to various Jamaican companies which were re-
sponsible for further processing and marketing throughout the
island. Distribution of the commodities or their products was
not targeted through direct fezding programs or other means at
any particular income or consumer group. Rather, the Title I
commodities were comingled with all similar goods and marketed
through normal retail channels. In this manner the commodities
were subject to the GOJ's system of subsidies and price con-
trols, designed to keep foods affordable for all incomg‘groups.

Likewise, no distinction was made with respect to the
geographical distribution of the commodities. Given the rela-
tively small size of the island, distribution and retailing of
the commodities in the rural areas do not appear to have been a
critical problem.
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The commodities financed by Title I were comingled with
other, larger commercial imports and were not in this sense
traceable. Further, they did not appear to have had much
effect on overall levels of food imports. Jamaica was and is
by no means self-sufficient in food production and has signifi-
cant import needs. But Jamaica's policies on levels and pric-
ing of food imports apparently had strong disincentive effects
during the firsc¢ half of the 1970s. During the second half,
food imports were cut back significantly, by over 55 percent in
real terms, and there was a strong production response.

Imports financed by Title I were delivered in the context of
sharp overall reductions in food imports to levels that aroused
considerable civic unrest. It is doubtful that food imports
would have been cut back very much further had PL 480 shipments
been unavailable.

The blended and fortified foods included in the Title I
agreements for use in the MCE and school feeding programs were
Landled separately from the bulk commodities. GOJ ministries
responsible for the programs' administration submitted annual
budget requests for their programs to the Ministry of Finance,
where the Project Development and Review Division (reorganized
in 1979 as the Project Analysis and Monitoring Company--PAMCO)
established how much of the blended and fortified foods would
be requested for the respective feeding programs. The Division
also advised JNH on matters pertaining to commodity selection
and purchasing, and prepared project proposals on the program
for submission to USAID/Jamaica. 1In general, the type and
volume of commodities for the feeding programs were determined
by historical approvals, with no growth taking place during
this period. Commodity selection reflected "conventional”
wisdom about the desirability of fortified products, even
though there were indicators that the principal nutritional
problem in Jamaica concerned caloric rather than protein
deficiencies.

The importing and handling of the blended and fortified
foods suffered from a number of administrative and operational
problems which impaired their most effective use. One of these
was a lack of coordination between JNH and the Central Foods
Organization (CFO), the GOJ agency responsible for handling and
storage of these foods. As a result, the blended and fortified
foods at times arrived in Jamaica without advance notice to
CFO.

A more critical problem resulted from late signings of the
Title I agreements, which created an urgency to import the com-
modities in a shorter period of time than was preferred. This
in turn created pressure in Jamaica to distribute commodities
through the feeding programs faster than would normally be the
case. Distribution tended to be heavy following receipt of the
commodities, with supplies being exhausted before the next
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shipment was received from the United States. Soy-fortified
foods in particular are subject to spoilage and to rodent and
insect infestation during prolonged storage periods and there-
fore create their own pressure for quick disbursement.

Improved scheduling of blended and fortified food imports and
more regulated distribution of them in the feeding programs are
both needed.

C. The Self-Help Mecasures and the Use of Local Currency

Generations

Prior to the Title I agresment of FY 1978, signed at a
time when local currency generations from the initial FY 1977
food sales were becoming available, the scope of the self-hel’
measures attached to the U.S. food aid program was limited.
Curing the period FY 1975-1977, five practically identical
measures were found in all the agreements. Three covered the
forestry, family planning, and nutrition sectors in which
USAID/Jamaica was involved. The other two dealt with Govern-
ment -of Jamaica efforts to increase domestic production of food
crops and the need for improved storage and handling of food
commodities.

With the inception of the expanded PL 480 program,
however, the number of self-help measures contained in the
FY 1978-1980 agreements increased dramatically. Some of these
self-help measures reflected provisions contained in individual
Mission project agreements; others were used to pre-leverage
conditions necessary for the initiation of new Mission proj-
ects; yet others reflected general development objectives, most
common being that of increased production of domestic food
crops. A common feature of all the self-help measures from
FY 1975 to FY 1980, however, is that they were stated in
general terms that were not easily quantifiable or measurable.
Thus, it was difficult to determine actual progress made in
meeting the requirements of these measures.

The increase in the number of self-help measures in
FY 1978 paralleled the increased availability of local currency
generations from the sale of PL 480 commodities. In an effort
to program these resources (and, not incidentally, to maintain
accountability), USAID/Jamaica and the GOJ signed a Memorandum
of Understanding in March 1978 on the uses of local currency
generations.

At bottom, the purpose of this Memorandum was to ensure
that adequate amounts of counterpart funding were available to
AID projects at a time when other donor projects were experi-
encing slow disbursement rates and delays in implementation.
The Memorandum, therefore,’ gave priority in the allocation of
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local currency generations to support (1) ongoing AID projects,
(2) activities which would facilitate programs being considered
for AID assistance, (3) activities complementing such ongoing
or proposed programs, and (4) other high-priority development
projects for Jamaica.

In general, this Memorandum of Understanding fulfilled the
purposes for which it was intended: to ensure that AID and
other important projects received the full amount of counter-
part funding required. This not only contributed to precgress
in completing the projects, but also helped overcome delays in
disbursements of foreign exchange by donors. Part of this for-
eign exchange--the portion that covered local costs--helped
alleviate the overall problem of foreign exchange scarcity. As
the Memorandum was implemented, category 4 above was funded
primarily by contributions to the operating expenses of
AID-counterpart agencies within the Government of Jamaica.

Such generalized success, however, cannot be claimed for
the self-help measures. Their development was not, at the time
of the evaluation, an important or major endeavor. In fact,
the line ministries and agencies that were expected to take
action to meet the requirements of the measures were rarely
directly involved in developing, or agreeing to, the final list
of measures. Most, if not all, of these ministries and agen-
cies, therefore, were not initially aware of the existence or
purpose of the self-help measures. Thus, it is highly unlikely
that the self-help measures had any influence on the develop-
ment efforts of the Government during this period--except to
the extent that they "authorized" the timely flow of ccunter-
part funds to AID and other donor projects.

D. Design and Review of the Program

The study team extensively reviewed documentation
submitted by the country team in Jamaica to support the GOJ's
annual request for Title I assistance, and it studied the
Washington interagency review and approval process. Both of
these efforts were undertaken to ascertain whether the impact
of Title I assistance was affected by eithe:; of these two pro-
gram factors. (See Appendix D for a more detailed examination
of these processes.) ‘

In general, the country team provided Washington with only
a minimum amount of analysis of the underlying need for and
effects of the Title I program when a more thorough analysis
was clearly called for. This may have been due to the fact
that the country team believed the balance of payments and
foreign policy justification for the program were so obvious
and compelling that extensive justification and analysis were
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not required. Alternatively, it may have been the result of a
low priority given to the effort or a lack of staff expertise
available at the time to undertake such a thorough review and
analysis.

Informatior submitted by the country team for the Bellmon
determination is illustrative of the quality of information
flowing to Washington. It was argued that the Title I commodi-
ties would not have a significant disincentive impact on agri-
cultural production aind marketing in Jamaica since the commodi-
ties were either not grown locally or constituted only a small
portion of total domestic supply and consumption. The impact
of the imported commodities on the production and marketing of
locally grown substitutes was not addressed, nor was the long-
term impact of food assistance and food imports on Jamaica's
agricultural development considered. Yet, developments in
Jamaica's food production during this period suggest that these
factors were important.

In the Washington interagency review process, foreign
- policy and economic stabilization objectives of the program
were the primary considerations for deciding on the annual
Title I requests for assistance. This was particularly true
beginning with the FY 1977 program. Considerably less concern
- was shown for the humanitarian, nutritional, and longer term
development objectives of the program. In part, this reflected
the issues highlighted in the country team's annual submission,
but it also reflected the highly charged foreign policy context
in which program decisions were being made. Longer term devel-
opment concerns were considered to a degree, but generally only

'; to the extent that they contributed to overridxng foreign poli-

cy goals and wzre enhanced by the economic recovery program
being implemented.

: Market development objectives were not a major concern in
either design or review of the Title I program. This was pri-
narily due to the fact that corn shipments were the bulk of the
commodities supplied to Jamaica through the program and the
United States was the exclusive supplier of this market. At
best, Title I shipments of corn provided an opportunity to
maintain a market during the period of Jamaica's balance of
payments difficulties. Following recovery, it could be argued
that the GOJ and JNH might be predisposed to expand commercial
purchases of corn as well as other commodities from the United

States.

Arguments in the interagency review process concerning the
usual marketing requirements for corn for the FY 1978 agreement
demonstrate the degree to which commercial market and other
program considerations were overshadowed by foreign policy and
economic recovery arguments. They also highlight the sometimes
conflicting goals of Title I programs in specific country
situations.
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The Department of Agriculture opposed any Jrogramming of
corn in the 1978 agreement, arguing that no gap existed between
the projected consumption level and the volume of required com-
mercial corn imports established in the UMR. Also, given
Jamaica's balance of payments difficulties and the probability
that the corn UMR would not be achieved in 1978, USDA was le-
gitimately concerned that Title I corn shipments would merely
supplant commercial puchases. 1In the end, however, arguments
in favor of the programming of corn based on foreign policy and
economic recovery considerations prevailed. The corn UMR was
lowered from 115,000 to 50,000 metric tons, thereby increasing
the gap between commercial purchases and projected consumption
and allowing corn to be programmed under Title I.

IV. THE IMPACT OF THE PROGRAM

A. General Impacts

Several impacts of the PL 480 Title I program in Jamaica
were possible at diiferent levels. Not all of the following
potential impacts were examined, but they give an overview of
the kinds of impact this program can be expected to have.

The financial transfer which the concessional sales repre-
sented, together with other resource transfers, could have had
a macro-economic impact, by alleviating balance of payments
difficulties. The imported food could hav2 had direct impacts
on the agricultural sector, by affecting incentives to vro-
ducers, consumer prices, consumption patterns (both among com-
modities and among groups of consumers), and the nutritional
levels of the Jamaican people. Further, the self-help measures
could have affected matters in the several sectors they
addressed--perhaps making additional developmental contribu-
tions. Too, the local currency allocations, assuring the use
of funds for special activities, could have increased the like-
lihood of success of these activities and also avoided the
possibly less effective use of country resources by the GOJ.
More indirect impacts could have involved the particular GOJ
uses of the foreign exchange "freed" by the concessional terms
of the food aid; conceivably we could have encouraged the GOJ
in its specific uses of at least a volume of foreign exchange
equivalent to the grant element of our focd aid program.

Because the aid was prompted by important political chal-
lenges, one could examine how it served U.S. foreign policy
objectives or, at least, how well it served to stave off even
more serious challenges.
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The evaluation examined some of these questions more com-
pPletely than others, and, given the time, data, and pe¢rsonrnel
constraints, some not at all. Appendix B on evaluation method-
ology outlines the choices made by the team, and the costs and
benefits of these choices to the evaluation.

B. Economic Impacts

The first issue in evaluating the economic impact of
Title I is the gquestion of fungibility or additionality--did
the assistance provide additional food to Jamaica, or did it
help finance imports of food which would have taken place in
any event and, therefcre, contribute essentially to foreign
exchange? The evidence suggests that PL 480 contributed mainly
to foreign exchange availability. First, the data on aggregate
food imports indicate significant reductions in real terms
during the period in question (see Table 1). In constant
prices, food importes averaged $145 million during 1970-1975,
but only $60 million during 1977-1980, a decline of about 60
percent. These reductions generated considerable civil and
political unrest, and it is doubtful that further significant
reductions (say in the absence of Title I) would have been
politically feasible. Second, food imports represented only
about 7 percent of total imports (in current prices) during the
1977-1980 period. Given that foreign exchange for imports was
severely constrainzd and tightly budgeted by an intragovern-
mental committee in charge of allocating foreign exchange to
various competing uses, it is most likely that changes in the
level of PL 480 would have been broadly distributed over the
foreign exchange budget, rather than being concentrated on the
food portion of the budget or any other single small component
of total imports. Conversations with public officials involved
in the forelgn exchange rationing process tended to confirm
this view.

Under these circumstances, the economic impact of PL 480
can only be analyzed in terms of its contribution to foreign
exchange availability in Jamaica. The levels of PL 480 (about
$10 to $12 million per year) were of a relatively small order
of magnitude compared with total imports. At the same time,
PL 480 was an integral part of a larger U.S. assistance re-
sponse, which in turn was a significant factor iui a multidonor
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response to Jamaica's economic crisis. The impact issue is
whether the foreign exchange from PL 480 and other sources was
used effectively to promote economic recovery on a sustainable
basis. In current parlance, did the foreign assistance (and
the economic pelicy ipackage which it supported) effectively
promote structural adjustment?

Table 1. Aggregate Food Imports, 1970/1973 to 1980
(millicns of U.S.$)

1670-73
Average 1974 1977 1978

»

Food Imports
(censtant
1974 §)

Food Imports
(current $)

Total
Merchandise

{current §) 548.8 . . . 746.8 864.7 1002.8 1172.6

Source: Appendix H,

The bulk of the overall foreign assistance response, as
well as the major policy reforms, occurred in 1978 and contin-
ued through 1975 until the suspension of the IMF agreement in
late 1979. A formal analysis of structural adjustment during
these years indicates that there was negative structural
adjustment; the balance between sources and uses of foreign
exchange actually deteriorated in real terms, as GDP fell
slightly while domestic demand rose slightly. More generally,
the trends for the 1975-1980 period as a whole--the steady
declines in manufacturing and export crop production, the posi-
tive performance of food production, the sharp increase in

government services, etc.--were broadly characteristic of the
1978-1979 period as well.
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An important proximate cause of the weak impact of foreign
assistance in promoting structural adjustment was the import-
rationing system, which functioned very poorly according to
most accounts because of inherent limits on information and
conflicting priorities. A second important factor was the fun-
damental bias towards inefficient import substitution because
of restrictions on competing imports, which remained basically
intact during this period. 1In this context, the potential
effectiveness of devaluation was severely handicapped. The
actual effectiveness was further reduced by the inability of
the Government to contain inflation and prevent sharp increases
in prices and to a lesser extent, wages, thereby in some mea-
sure nullifying the effect of the devaluation on relative
prices. More generally, the problem of public intervention in
the economy was not resolved.

The sizable assistance flows in 1978 and 1979 d4id not
effectively promote structural adjustment and economic recovery
for the reasons mentioned above. Bowever, foreign aid flows do
appear to have played an important role in temporarily shoring
up both domestic demand and GDP in real terms. 1In 1976, 1977,
and 1980 domestic demand (consumption plus investment) fell by
10, 12, and 13 percent, respectively, while the declines in GDP
were on the order of 6, 2, and 6 percent. For 1978 and 1979,
domestic demand increased slightly (about 1 percen: per year),

. and GDP fell slightly. But this brief stabilization came at a

high cost in terms of increased foreign debt and future claims

on foreign exchange. External public debt rose from about $650
million at the end of 1975, to $900 million at the end of 1977,
and to almost $1,250 million at the end of 1980.

C. Food, Agriculture, and Nutrition Impacts

Food imports can entail an undue disincentive to domestic
production of food by providing food that is marketed domestic-
ally at artifically low prices. (See Appendixes D and H for
detail supporting this discussion.) A direct disincentive
impact can be attributed to PL 480 if PL 480 augments the
supply of imported food marketed at artificially low prices.

In Jamaica, the level of food imports was essentially independ-
ent of PL 480; that is, PL 480 did not affect the supply of
imported food. Further, the arrangements for marketing
imported food were such that the price at which this food was
marketed did not depend on the role of PL 480 in financing food
imports. Thus, these findings indicate that there were no
direct disincentive impacts of PL 480 through effects on the
total quantity of food imports.

While overall food imports were not augmented by PL 480, a
question could nevertheless be raised concerning the effects of
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changes in the pattern of incentives on individual crop produc-
tion. For example, there were increased corn imports, and
domestic corn production fell in the late 1970s. The causal
relationship in this case is unlikely, however, since corn
acreage remained about the same. Thus the decline in domestic
production resulted from a fall in yields presumably #x3sociated
with vagaries of the weather, or lack of inputs. Even where a
fall in a domestic crop can be causally related to an increase
in imports of that crop, the question remains, given overall
stability in food imports generally, what domestic crop
received a stimulus to increased production? Because our judg-
ment is that PL 480 had mainly balance of payments effects, and
because overall focd import policy provided a sharp stimulus to
domestic agriculture in general, no study was made of the com-
positional effects of imports and their possible impact on the
pattern of domestic production.

A distinct (and rguably more important) disincentive
issue is the question »f the disincentive effects associated
with Jamaica's overall food import policy. If this policy was
one that entailed disincentives to domestic food production,
and if a portion of food imports was financed by PL 480, then
disincentive impacts can be attributed to PL 480 by virtue of
its role in supporting Jamaica's overall food import policy.

The evidence indicates that there was no such "indirect"
disincentive impact associated with PL 480 Title I during the
period under review. Food import policy after 1975 provided a
strong positive stimulus to domestic food production. Measured
in constant prices, food imports dropped from an annual average
of $140 million during 1971-1975 to $64 million during 1976-
1980. This sharp reduction in food imports led to a signifi-
cant improvement in domestic food production. The trend rate
of growth in "domestic" agriculture (as opposed to export
crops) rose from .5 percent per year over the 1971-1975 period
to 5 percent per year over the 1976-1980 period.

This case provides a compelling example of the positive
incentive effects of reduced food imports. It is noteworthy
that domestic food production and the distribution of this food
were mainly carried out by the private sector in Jamaica and
were largely unregulated, in sharp contrast to export agricul-
ture which was strictly regulated during that period. Second,
it is important to note that the level of food imports had sig-
nificant effects on incentives to domestic food production in
Jamaica during the 197C3, even though the commodity composition
of food imports was quite different from the composition of
domestic production.

In appraising food policy and the apparent success in sub-
stituting domestic for imported food, two important issues have
to be examined: (1) the possibility of tradeoff between esgrport
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crop production and food crop production, and (2) the overall
effect on consumption and nutrition of changes in the level and
composition of the food supply during this period.

With respect to the first issue, if gains in food produc-
tion inevitably led to declines in export crop production, then
the net effect of reductions in food imports or foreign
exchange availability might have been unfavorable. However,
export crop production declined at a trend rate of 5.6 percent
during the first half of the 1970s, compared with a slower
trend rate of decline of 3.8 Tercent during the second half of
the 1970s. This improvement in the rate of decline suggests
that increased food production did not occur at the expense of
export crop production. Most accounts of the decline in export
crops emphasize natural factors, poor policies, and mismanage-
ment, in both production and distribution, and none points to a
necessary tradeoff. More generally, both land and labor are
widely underutilized in Jamaica, and yields in export crop pro-
duction are low in comparison with both earlier years and other
countries. There is evidence (see Appendix H) that producer
prices for food rose more rapidly than producer prices for
export crops and that this contributed to the poor performance
of export crop production. However, absolute increases in
producer prices for export crops were restricted by marketing
boards. Accordingly, the shift in relative prices in favor of
food crops was not a necessary result of the sharp reductions
inifood imports and the associated stimulus to domestic food
prices.

With respect to the issue of nutritional impact, reliable
data are scant. However, an as yet unreleased study of the
consumption effects of agricultural policies found some im-
provement in nutritional status between 1970 and 1978. While
the latter year was an exceptionally good one for domestic food
production, this finding is nonetheless impressive, especially
in view of the decline of about 16 percent in real per capita
GDP between 1970 and 1978. . Indeed, this suggests that the in-
come distributional effects of increased reliance on domestic
food production (and diminished reliance on imports) may have
been quite positive.

D. Political Impacts

By providing financial assistance to Jamaica, particularly
of a quick-disbursing nature, the United States sought to shore
up its relations with Prime Minister Manley--both through a
visible show of support and, equally important, by promoting
economic recovery on a sustaining basis. The focus of this
effort was short term, given the growing severity of the defi-
cits and the need for foreign exchange. It was believed that
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continued economic decline in Jamaica would lead to greater
threats of radicalism and that the East-West drama would be
played out in Jamaica and in other Caribbean islands as well,
to our obvious disadvantage.

The economic policy reforms and the associated assistance
response slowed the declining trend in GDP but did not lead to
sustainable economic recovery. The structural balance of pay-
ments problems were not resolved. By 1979, relations with
Manley had teriorated. His clear drift toward the political
left led the United States to take a position against new
initiatives in support of the Jamaican Government and esconomy
and to simply maintain the status quo.

’

Manley himself appears to have been directed by his own
party (the PNP) more than he led it. The more radical wing of
the party assumed control in 1979, and in September of that
year Manley gave a speech in which he clearly tilted toward
Cuba and the Zastern Bloc. At about the same time, the IMF
Extended Fund Facility agreement was also suspended due to the
GOJ's failure to meet performance criteria.

Although the United States had determined not to move
forward with new measures of suppert to Jamaica (the proposed
Schweiker amendment, which would have called for a detailed
audit of the Jamaica program, encouraged this policy), a deci-
sion was made not to suspend the PL 480 program. This decision
not to provide new assjstance to Jamaica while at the same time
maintaining the existing focd aid program was designed to con-
stitgte the: appropriate balanced signal of U.S. intentions to
Jamaica. o

In any event, in early 1980 Manley announced that clec-
tions would take place late:r that year. This gave som: hope to
the United States that relations with Jamaica could improve :
should Manley lose, while providing some justification for a
continuation of the PL 480 proaram in February 1980.

Throughout the latter part of the 1970s, U.S. expectations
and aspirations with respect to its relations with Jamaica were
not high. The personality of Manley was such that, regardless
of the efforts and assumptions of the administration and promi-
nent officials in it, stable and friendly relations could not
be confidently anticipated. However, U.S. assistance efforts
were not wholly without significance. It has been argued that
by 1980 the economic situation had deteriorated to such an ex-
tent that U.S. aid, together with that of other donors, was an
important factor in shoring up the economy sufficiently enough
to permit elections to take place. This, of course, led to the
political demise of Manley, to a new Government friendly to the
United States, and thus to new opportunities for improved
relationships.
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E. Impacts of the Self-Heip Measures and the Counterpart
Allocations

The self-help measures of the PL 480 agreements in the
period 1975-1980 did little if anything to contribute to de-
velopment in Jamaica (see Appendix F). To the extent that they
reflected continued concern for areas which were the subject of
AID loans and grants, they facilitated local currency flows to
those projects and thus provided some additional "“guaranty™ of
support. However, given that line ministries were not involved
in the design and formulation of self-help measures but were
involved only in after-the-fact collection of data for final
reports, it would be difficult to say that they were spurred on
to greater achievements by these measures.

Annual self-help reports were duly submitted by the
Ministry of FPinance, the GOJ agency responsible for their pro-
duction. These reports, however, were essentially a collection
of progress reports submitted by line ministries za all activi-
ties related to the intent of the self-helr measures. General
in nature, the reports did not focus on a clear evaluation of
the GOJ's response to the self-help measures.

In some instances, omission in the reports of specific
subjects seemsd to imply that no action had been taken to
comply with one or more of the self-help measures. At the same
time, both the Mission's and Washington's reviews of these
reports appear tc have been perfunctory, so it is unlikely that
these reports had any influence (either for or against) on
decisions affecting the course or content of the food assis-
taince program. In fact, a plausible inference of the apparent
lack of interest in the reports is that the self-help measures
on which they reported made little additional contribution to
tte conduct of the Jamaican development effort.

F. Impacts of the Feedinqg Programs

1. School Feeding Programs

The GOJ operated two school feeding programs; one was in
the Kingston metropolitan area, and the other, a rural school
feeding program, was spread throughout the rest of the island.
The programs differed in character and efficiency. The urban
program provided each participating student with a small quan-
tity of milk and, beginning in 1980, a bun made with wheat
flour. While these items were not nutritionally insignificant
(they provide 10 grams of protein and 400 kilocalories each),
they do not constitute a full meal but are essentially a snack.
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The team had the impression (see Appendixes I and J) that the
supplies of the milk and buns to the urban schools were fairly
regular. Their precise impact on nutrition was not possible to
discern, although a 1977-1978 study suggested that school feed-
ing appeared to have a positive impact on consumption patterns
and nutritional status when first introduced in a school--an
impact which then dissipated over time. Apparently, a good
number of school children passed up the opportunity to buy the
bun, which cost 5 cents. (From 1976 to 1980, the program had
distributed soy flour, meat—-and-bulgur-filled patties at no
charge to participants.) The impact on school attendarice could
not be discerned, because no comparative data were available.
It follows that impact on performance in school could not be
determined.

The rural school program was characterized by an uncertain
supply of the commcdities provided under Title I and by the
European Economic Community (EEC). These commodities were a
supplement to the hot lunches provided at rural schools, and
were intended to supply one-third of the minimum daily require-
ments of protein and calories. Because of severe problems of
storage and distribution in rural areas, it was difficult for
schools to rely on this element of their feeding program. 1In
fact, a more important element of the rural feeding programs
involved purchase of food on the local market from funds pro-
vided by the Ministry of Education and from proceeds from the
sale of school lunches to the children (these cost 30 to 50
cents). The Title I commodities served as a nutritional sup-
plement to the lunches and provideé bulk to the children's
diets.

A school feeding program has been in effect in Jamaica
since the 19208, and the Jamaican people have come to see such
a program as an entitlement. Questions of impact on attendance
or nutrition were of secondary relevance to them. While the
impression of some Jamaicans was that attendance fell when
school lunches were not provided, this was not documented.
Indeed, ‘a study team visit to a rural school which was in the
second week of a term during which school lunches were not
being provided (due to a failure of EEC commodities to arrive
in Jamaica on time) revealed that no drop in attendance had
accompanied the absence of the feeding program.

Some Jamaican observers allege that some children eat
little before coming to school in the morning and, in the
absence of a lunch program, will go through an entire school
day hungry. Studies have concluded that over time this wil)
affect their attention spans, how they learn, and how much they
learn. Accordingly, for some children, the feeding program can
be assumed to bear a relationship to academic performance. But
for how many children? What is the impact of the food supple-
ment on attendance and performance? No one interviewed during




—y — T

=22~

the course of the evaluation knew the answers to these ques-
ticus, nor were any studies available which had addressed them
adequately.

2, Maternal and Child Health (MCH) Feeding Progqram

The MCH program, like the rural school feeding program, is
characterized by unreliable supplies, inability to effectively
target the supplement and ensure it is consumed by those in
need, and a lack of reliable impact data. In the distribution
centers, health workers interviewed reported that they rarely
know when food will arrive or how much will be coming. When
food does arrive, it must be distributed fairly quickly since
many distribution centers have severe storage problems.
Jamaican respondents state that the. food suppiement distributed
for the benefit of a malnourished child is in most cases likely
to be consumed by all members of the family, and thus is not
likely to have any significant impact on malnourished children.

In consequence, health officials do not rely on the feed-
ing program to achieve health or nutritional gains--either by
the direct use of a food supplement or by using the £55d as an
"incontive®™ to get mothers to attend health clinics and benefit
from the services provided there. The officials discourage
reliance on the food as an incentive, and appear to base their
health services program on a continuing educational process,
i.e., on continuing efforts to pursuade parents of the value of
health services and sound nutrition.

3. Monitoring Feeding Programs

The feeding programs make up only a small part of the food
aid program in Jamaica. The Mission does not closely monitor
the efficiency or effectiveness of the feeding programs. De-
sgite their small nature, we believe that there is an obliga-
tion on the part of the Mission to monitor these programs,
since the United States is providing the commodities directly
to these programs. However, the programs are not a priority
for USAID and might unduly tax the resources of Mission per-
sonnel, Accordingly, it may be more appropriate for the school
feeding grogram, at least, to take its place as one of the
several beneficiaries of counterpart allocations under Title I
agreements. That is, rather than provide commodities directly’
to the feeding programs, the PL 480 agreements could include an
equivalent amount of commodities for commercial sale by the GOJ
and provide an allocation of the local currencies generated by
the sale to the line ministries charged with food distribution
programs. Commodities could be purchased by the ministries on




-23-

the open market. This would provide a contribution to the
Jamaican agriculture sector and relieve USAID of a substantial
monitoring responsibility.

4. Other Impacts: Commercial Market Development and Commodity

Selection

Market development objectives were not a primary consid-
eration in the programming of Title I assistance to Jamaica
during this period, and only a limited market develcpment
impact is evident. This limited impact was due in part to the
fact that corn shipments were the bulk of the commodities
supplied to Jamaica through the Title I program, and the United
States was already the exclusive supplier of this market. It
can in fact be argued that when the usual marketing requirement
for corn was reduced from 115,000 to 50,000 metric tons in
1978, Title I corn shipments may well have supplanted some
commercial sales.

In addition, market development might have been a more
important consideration in programming if rice had been in-
cluded in the commodity mix or if increased quantities of wheat
and wheat flour had been programmed. However, objections from
Guyana and other members of CARICOM in 1977 eliminated rice
from programming consideration, and the three-year credit ar-
rangement consummated between the GOJ and the Canadian Wheat
Board in 1978 precluded the need for any sizable programming of
either wheat or wheat flour. With respect to the programming
of blended and fortified foods, no commercial market develop-
ment appears to have resulted.

Title I commodity shipments did serve as a means of main-
taining a 1link to the United States as a source of commodities
during the period of Jamaica's balance of payments difficul-
ties; resumption of more normal levels of commercial purchasing
from the United States in the last few years confirms this
observation. Also, Title I programming provided a valuable
assurance of supply for Jamaica's commodity importing agency
and domestic processors and wholesalers, which in turn had a
positive impact on their commercial operations. buring inter-
views with representatives of these agencies and firms, it was
emphasized that in a period of considerable uncertainty for
commercial importing and supply availability, Title I program-
ming was said to have alleviated these concerns and offered the
assurance of uninterrupted business operations.

Finally, the particular bulk commodities supplied through
Title I do not appear to have had any long-term, negative con-
sequences for Jamaica, as they complied with consumption and
utilization patterns developed prior to their programming
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through Title I. Moreover, Jamaica Nutrition Holdings was able
to exercise sufficient flexibility in commodity selection to
take best advantage of Title I concessional credit, i.e., rely-
ing on Title I for corn imports normally procured from the
United States and using available Canadian credit for wheat and
wvheat flour imports.

V. LESSONS LEARNED AND RECOMMENDATIOMS

A. Program Coherence

l. Elements of a Title I program--the resource transfer,
the self-help measures, the local currency use agreements,
financial terms, etc.--should relate to the principal objec-

tives of the program as much as possible.

The team examined the relationship of the components of
the Title I program to the program's principal objectives.
These objectives concerned the worsening economic conditions in
Jamaica and the necessity to achieve some economic and politi-
cal stability, principally through the alleviation of growing
balance of payments deficits.

By and large, the program elements were related to these
objectives, although apparently not always by design. The con-
cessional financing of food imports, of course, alleviated
short-term balance of payments problems insofar as these
imports would have occurred in any case. The self-help mea-
sures, buttressed by the agreements for local currency uses,
permitted the GOJ to support previously agreed upon development
activities, rather than insisting that the Government pursue
new initiatives. This eased budgetary pressures on the Govern-
ment. Other elements of the program involved support for the
agricultural sector, where productivity increases were essen-
tial to longer term structural adjustment. Finally, the local
currency use agreements facilitated flows of scarce foreign ex-
change from other donors by allowing the GOJ to meet counter-
part obligations; GOJ delinquencies had previously impeded
disbursements by those donors.

In addition, while the PL 480 agreements were not explic-
itly linked to IMF agreements on policy reforms, the connec-
tion, though implicit, was clear; the United States was ob-
viously mindful of GOJ performance, and aid decisions, includ-
ing those affecting PL 480, were made in this light.

Thus the:u was a general program coherence in Jamaica,
although the PL 480 program was not employed in any direct way
to encourage the GOJ to pursue additional economic reforms in
furtherance of the necessary structural adjustment.
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We believe that in circumstances where economic recovery
through structural adjustment is the principal focus of an
assistance effort, it would be useful to test the relevance of
self-help measuras against this objective, including those
which support longer term development projects. Further, in
such cases it may be wiser to focus self-help measures on
poiicy reforms, rather than on discrete project-specific
development activities--although admittedly it may be quite
difficult to reach agreement within the U.S. Government and
with the recipient government on suck measures.

B. Competing Program Objectives

2. The pursuit of multiple objectives of food aid should
not be allowed to distort the proqram, but should proceed in a
way which supports accomplishment of the principal objectives.

The authorizing legislation for PL 480 mandates multiple
objectives for the program. While this has given the prcgram
the flexibility to respond to a variety of recipient country
needs and situations, in specific country circumstances these
various objectives are likely to conflict with one another.
The Jamalca Title I program provides a case in point; the

foreign policy and balance of payments justifications for the
program clashed with commercial market development interests.

In the end, the latter .gave way to accommodate the former.
Specifically, the usual marketing requirement for corn was re-
duced in the 1978 agreement to allow continued® programming of
corn despite USDA's concern that Title I corn programming would
simply replace commercial purchasing.

This outcome is not unexpected given the fact that foreign
policy and balance of payments concerns were the primary moti-
vations for Title I programming and greatly overshadowed com-
mercial market development objectives. Not surprisingly, given
this program context, the market development impact during this
period was limited to maintaining existing access.

On the other hand, the potential for conflict between the
objectives of long-run development and short-run balance of
payments assistance should not be overdrawn. ' The foreign
exchange crisis faced by Jamaica was structural in nature,
reflecting a severe imbalance between sources and uses of
foreign exchange, and could be expected to persist unless the
structure of production and demand changed significantly. For
instance, the required changes in the structure of production
included better performance of the agricultural sector and
increased output in those manufacturgng subsectors where _
Jamaica enjoyed a comparative advantage. More generally, both
the problem and the solution were highly developmental and not
a matter of a brief shortfall in foreign exchange.




C. Disincentive Analyses

3. The analysis of potential disincentive effects of food
aid needs to be carried out with adequate attention to the

objectives which food aid is to serve, and to the recipient's .
overall food import policy and its other policies affecting
ood production.

In the first instance, food aid that is intended to pro-
vide balance of payments support contributes to foreign ex-
change availability only insofar as it does not contribute to
increased imports of food. Thus, if food aid is esserntially
and effectively providing foreign exchange, there is not an
issue of the direct disincentive effects of food aid, i.e.,
effects exclusively attributable to PL 480 through its effects
in increasing food imports.

A distinct disincentive issue pertains to the role of
PL 480 in supporting an overall food import policy that entails
undue disincentives to domestic producers of food. PL 480 may
have no direct disincentive impact (because it does not affect
the overall level of food imports) but may have an indirect
disincentive impact insofar as the overall ievel of food
imports~-a product of government policies--unduly discourages
domestic food production and concessionally financed imports
support these policies.

Furthermore, disincentive impacts are possible even where
imported commodities are not produced domestically because they
may be substitutes for locally grown products (e.g., imported
wheat leads to consumer demand for bread rather than for
locally grown, corn-based foods). The overall impact of im-
ports need not necessarily be negative, however. 1In Jamaica,
total food imports (we do not restrict the analysis to PL 480
commodities) comprised a set of commodities different from, but
in significant measure substitutble for, those grown locally.
Yet, by virture of GOJ-promoted declines in import levels, a
positive environment for domestic food production resulted.

D. Links to the IMF Program

4. It is important to note that aqreements with the IMF
are not sufficient conditions to ensure structural adjustment
and should be scrutinized carefully by AID.

The Title I program was part of a larger U.S. assistance
response designed to support policy efforts to promote economic
recovery on a sustainable basis (i.e., structural adjustment).
The GOJ program was formulated and implemented in the context
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of two agreements with the IMF, first a Standby agreement in
1977, and then an Extended Fund Facility (EFF) agreement in May
1978. The IMF reviewed the EFF in May 1979 and was apparently
quite satisfied. However, by the end of 1979, the agreement
was suspended.

During 1978 and 1979, when the bulk »f the assistance
response took place and the agreed upon policies were being
implemented, structural adjustment did not take place. Indeed,
the resource balance actually worsened in real terms, as domes-
tic demand rose absolutely and relative to GDP. One reason for
this poor performance was that the foreign trade policy--
particularly the quantitative restrictions on competing imports
and the rationing of noncompeting imports--remained basically
intact. The IMF was aware of these obstacles to adjustment,
but was not able to negotiate condltrons prov1ding for their

removal.

The lesson is that an agreement with the IMF--even if

'Cadhered to--is not a sufficient condition for structural
“adjustment. In making recommendations about assistance

responses, missions should scrutinize the provisions of IMF °
programs, rather than assuming that an agreement with the IMF
automatically warrants support. In fact, the Mission was on

record as doubting that the IMF program would work, although we

have not found a sufficiently detailed account of these doubts
to judge whether their analysis was on target or not.

At the same time, Jamaica's experlence in 1976, 1977, and
1980 indicates that however painful the IMF prescriptions, the
alternatives are even more painful. In those years, positive
adjustment occurred, but only through large absolute declines
in GDP and even larger declines in domestic demand.

E. Sélf-ﬂelg Measures and Self-Helg Repor ts

5. Self-help reports should be treated ag important ele-
ments in the design and implementation of Title I programs.

The self-help reports submitted by the GOJ were not usefui

in determining program impact or in facilitating judgments

about future determinations of self-help measures or local cur-

rency uses. There is considerable scope for upgrading the
quality and utility of these reports so that they can be used
as a basis for discussions of progress, preblems,  and future
resource allocations.

The extent of the integration of food ‘aid and nonfood aid’
is not limited to the program or project design phase. Impor-
tant opportunities exist in the course of reviewing the >
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implementation of Title I agreements to strengthen all elements
of the Mission's program as well as to identify new
possibilities for integrated programs. In this regard, we
encourage the greater part1c1pat10n of different offices in
field missions in the review of self-help reports as well as
the 1dent1f1cat10n of important self-help measures.

Further, the negotiation of self-help measures should not
be limited to USAID and a single host-country counterpart
agency. Including the line ministries and agenc1es which will
be responsible for implementing these measures in the negotia-
tion process would do much to enzure a more complete under-
standing of and commitment to the purposes of these measures.

F. 'Feeding Programs

6. The continued inclusion of feeding programs in Title I
agreements over an extended period of time should be recon-
sidered. If they are cont1nu¢=dz the preferred mechanism sm_for
support, at least for school feeding, may be countecrpart gener-
ation and commodity purchases on the local market.

The long-term support under Title I of feedlng programs
(which were or1g1nally supported under Title II) is question-
able. As an interim device to facilitate a shift of financial
and managerial responsibility to the recipient government, they
can be effective, and this mechanism should be considered when
Title II programs are entering a transition phase. At the same
time, there may be a tendency to ignore the feeding programs--
to allow them to become lost in the program shuffle and largely
subordinated to the programmatic objectlves of Title I. 1In *he
case of Jamaica, there were acknowledged issues of program .
efficiency, cost effectiveness, and impact, but these were not i/?‘
explored as they might have been had the program been a ’ e
straight Title II effort. _ e

The school feeding activity, in partlcular, involved
serious questions of impact. Similarly, the issues presented
by the MCH pro3jram were important, but in this case at least,
the Mission was examining them in the context of its overall
program of health-sector support.

We think serious consideration should be given to phasing
out support for the school feeding program. If support is con-
tinued, the mechanism should involve, for the rural program at
least, the generation of local currency by the sale of Title I
commodities and the use of these currencies to purchase com-
modities on the local market.
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G. Title I Impact Evaluations

7. Where programs are as diverse as they are in Jamaica,
and where self-help measures and local currency allocations
extend to several discrete projects and even sectors, it is not
profitable to attempt to evaluate these components comprehen-

sively. At best, the process by which self-help measures and
local currency uses are_identified and agreed to should be

carefully evaluated to determine whether all interested parties

in the recipient country government as well as in USAID and the

country team are involved in the agreement process.

The team took on the challenge of evaluating the Title I
program to determine a variety of potential impacts: politi-
cal, economic, U.S. market development, humanitarian, etc. We
found that it was not possible in the time available to examine
all the impacts in sufficient depth. Particularly, we were
unable to look comprehensively and carefully at the impact of
the diverse self-help measures and local currency uses over
time. We suspect that in the great majority of cases, a reli-
able and incisive examination of the impact of project-related
self-help measures and local currency uses would demand a level
of effort comparable to that usually associated with an evalu-
ation of a major development activity—--such as a sector loan.

Finally, in pursuing evaluations of Title I programs, the
distinctive character of such activities should be kept in mind
and should guide the evaluation methodology. Title I activity
programs are invariably motivated by macroeconomic concerns.
They ~re, at bottom, resource transfers, and though important
development gains can be made through self-help measures and
local currency allocations, it is not likely that these types
of gains will be of the magnitude of those achieved through
development-assistance projects. If Title I progr:ms are
essentially resource transfers, then the principal impacts will
not be ascertained by evaluations of such elements as institu-
tional change, technology transfers, or small farmers' bene-
fits, but rather by reference to economic indicators and policy
reforms which may have been associated with the resource trans-
fers. The most appropriate Title I site visit may be to the
Ministry of Finance. Alternatively, if Title I programs are
evaluated unselectively--i.e., looked at as a collection of
projects funded with local currency, of covenants and commit-
ments refilected in self-help measures, or of opportunities for
U.S. agricultural export market development--~then the evalua-
tion becomes inordinately lengthy and costly.




H. The Timing of Agreements

8. Agreements should be signed as early in the fiscal
year as feasible and consistent with sound programmin rinci-

ples.

5igning of Title I agreements late in the U.S. fiscal year
has been a source of considerable dissatisfaction for Jamaican
officials involved in PL 480 operations. In recent years, the
prograns have been signed earlier, and this improvement should
be continued with the goal of having the program authorized and
signed by the end of the second quarter of the fi ar.

Early signing of the agreement offers a number of advan-
tages: the assurance of supply of the commodities is greater:
counterpart funds are generated sooner with earlier deposits
into the Title I special account; storage problems are allevi-
ated to the extent that imports can be scheduled over a longer
period of time and in smaller shipments; and the blended and
fortified foods can be distributed more evenly, without encoun-
tering a need to import quickly before the end of the fiscal
year. At the same time, care must be exercised so that the
ability of the United States to obtain recipient country agree-
ment to important self-help measures is not compromised by
undue haste to sign agreements.

If the blended und fortified foods portion of the program
is continued, it is recommended that the program be adjusted to
provide for deliveries three times a year as recommended by the
Jamaican agency, PAMCO, in its annual report on the feeding
programs. This would avoid the problems of spoilage and uneven
distribution which have been encountered by the feeding pro-
grams in the past.

I. Cargo Preference

9. Cargo preference requirements impose additional costs

on _the program.

The application of the cargo preference requirement that
50 percent of Title I commodities be shipped on privately owned
U.S. flag vessels has been the sourcs of many problems for
Jamaica's import officials. Moreover, demurrage charges
resulting from the need to utilize large U.S. flag vessels to
comply with cargo preference has impeded achievement of the
balance of payments relief for which the program was intended.

These problems are faced by.all Title I recipient coun-
tries and are unlikely to change in the immedlate future. 1In
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light of this, program managers need to administer the program
in such a way that these problems are mitigated to as great an
extent as possible.

J. Donor Cooriination

10. In cases where a large number of foreign donors are
rapidly 1ncreas1ng their levels of assistance and areas of
involvement in a country, it is 1mportant that the donors make
every effort to simplify the situation as much as possible for
the recipient country.

Donor coordination at the earliest stages of an increase
in assistance is the responsibility more of the donors them-
selves than of the host-country government. To act otherwise
is to risk unduly burdening a government bureaucracy which may
be understaffed and already deeply involved in the effort to
keep the country from sinking further into a crisis. 1In addi-
tion, effective coordination may increase our knowledge of
anticipated levels of food imports and other activities which
may influence our views on needed self-help measures and local
currency allocations. (See discussion in Appendix J.)
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BACKGROUND NOTES ON JAMAICAl

I. STATISTICAL PROFILE

A. General Data

Population: 2.2 million (1978 est.)
Annual Growth Rate: 1.4%

Literacy: 82%

Infant Mortality: 23/1,000

Work Force: 672,000 (1975)
Government: Constitutional Monarchy

B. Economic Data (1978)

Central Government Revenue: $762.39 million (1979/1980 est.)
GNP: $2.4 billion

Real Growth Rate: 1.7%

Per Capita Income: $1,143

Inflation: 45%

Official Exchange Rate: Jamaica$l.55 = U.S.S$1

II. DESCRIPTION

A. People

Jamaica's 2.2 million inhabitants (in 1978) are primarily
of African origin (76.3 percent), with a diversity of other
groups. Historically, Jamaica has enjoyed harmonious racial
and cultural relations. Jamaica's national motto, "Out of
Many, One People," suggests their desire for harmony. Class
distinctions which have lingered from the colonial period are
being reduced as social mobility through education and greater
opportunities for property ownership increase.

Religion plays an important part in the life of most
Jamaicans. The Anglican Church is the largest of the estab-
lished churches, followed by numerous Baptist sects, the Roman

lrhe material in this appendix is excerpted from "Background
Notes: Jamaica,” U.S8. Department of State, Bureau of Public
Affairs, July 1980.
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Catholic Church, and the Methodist Church; evangelical and
revivalist sects are particularly popular. Jamaica has several
Muslim and Hindu groups, along with a Jewish community which
numbers about 600.

Education is free and compulsory to age 14 for almost all
schools, which are organized into three categories: primary
(ages 6-12), junior secondary (12-15), and senior secondary
(15-19). Literacy is estimated at about 82 percent.

Emigration by Jamaicans historically has been heavy.
Since the United Kingdom restricted emigration in 1967, the
major flow has been to the United States and Canada. About
15,000 Jamaicans enter the United States and 5,000 enter Canada
each year in immigrant status. In zid:cion, several thousand
Jamaicans enter on visitor's visas yeariy. Many remain here
either legally or illegally. New York, Miami, Chicago,
Hartford, and Milwaukee have significant Jamaican populations.

A vigorous arts and cultural movement, which began in the
1930s and 1940s, has continued to develop in Jamaica under ac-
tive governmental and private sponsorship. Jamaican writers,
artists, and performers are engaged is an active search through
the nation's ethnic, particularly Afcican, folk origins for a
cultural identity and expression suitable for their multiracial
society.

B. Geoqraphy

Jamaica is the third largest island in the Caribbean,
covering 11,424 square kilometers (4,411 square miles). Moun-
tains cover about 80 percent of its surface. The climate is
humid and tropical most of the year, but temperatures from
November to March are cooler, particularly along the north
shore, where the range is between 21°C and 27°C (70°F-80°F).
Rainfall is seasonal, with striking regional variations. Some
northern regions receive up to 506 centimeters (200 inches) a
year, and the southern and southwestern plains receive almost
none at all. The annual average rainfall is 196 centimeters
(77 inches). Jamaica has not been hit by a major hurricane
since 1951, although tropical storms in 1979 caused extensive
flood damage.

C. History

Jamaica was discovered in 1494 by Christopher Columbus and
settled by the Spanish during the early 16th century. In 1655,
British forces occupied the island, and in 1670 Great Britain
gained formal possession through the Treaty of Madrid.
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Sugar and slavery made Jamaica one of the most valuable
possessions in the world for more than 150 years. Slavery was
abolished in 1838, some years before emancipation was declared
in most other parts of the New World.

After a long period of direct British colonial rule,
Jamaica began to achieve a semblance of local political control
in the late 1930s. This period of development was marked by
social unrest and occasional violence. During this time, the
groundwork for Jamaica's leading political parties was laid by
Sir Alexander Bustamante (Jamaica Labour Party, JLP), who died
in August 1977, and his cousin, Norman W. Manley (People's
National Party, PNP), who died in September 19689.

These two political parties, having their roots in well-
organized and powerful rival trade unions, have dominated the
Jamaican political scene since the institution of adult suf-
frage in 1944. The JLP formed the first government under adult
suffrage in 1945 and won again in the 1949 election, but it
lost to the PNP in 1955. Since then the two parties have al-
ternated in power and have each maintained about one-half the
electorate.

In 1958, Jamaica joined nine other British territories in
the formation of the West Indies Federation but withdrew when,
in a national referendum held in September 1961, Jamaican
voters rejected membership.

Jamaica attained its independence from the United Kingdom
in 1962 and has remained a member of the Commonwealth.
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EVALUATION METHODOLOGY

The task of evaluating a Title I food aid program presents
a number of problems of design, which flow from the numerous
purposes and multiple facets of the program. As a transfer of
relatively quick-disbursing aid, Title I programs can have sig-
nificant macroeconomic impacts. The introduction of large
quantities of food can affect domestic food pricing pclicy and
production in the recipient country. Foreign policy impacts
may have been intended for the program; food imports could
serve to calm a hungry, restless urban population. Food aid
can serve to create longer term markets for the United
States. Food can be directed to the most needy and thus serve
humanitarian objectives. Finally, food aid can promote long-
term development objectives through its linkage with policy
reforms, self-help measures, or specific allocations of the
counterpart generated by the sale of the Title I commodities.

Given this universe of potential iwmpacts, defining the
evaluation's scope was particularly important. One approach
would have been to explore impact in all the areas listed above
and, in so doing, test the feasibility of this broad-brush
approach. A number of constraints to this method were appar-
ent, involving data collection, shortage of time for complex
economic analysis, the difficulties of becoming sufficiently
familiar with the projects and programs comprehended by the
many self-help measures in the food aid agreements, and so
on. For example, the Jamaica Title I self-help measures
included the sectors of education, nutrition, agriculture,
family planning, and housing. According to the Government of
Jamaica (GOJ) annual self-help reports, each measure has been:
accomplished by progress in at least one and often several dis-
crete programs--some of which are AID-financed, some funded by
other donors, and others funded wholly by the GOJ. To assess
impact in even one sector could present exceptional demands for
data collection, extensive interviewing, developing strong
background in the sector, etc.

To meet these needs with respect to several sectors would
present a virtually impossible task; it would require far too
large a team and too much time in the country. The task would
be made all the more difficult by the fact that the evaluation
was to cover a period of several years, in this case, FY 1975~
1980. An alternative, scaled-down approach would have been to
ignore the impact of the self-help measures and the local cur-
rency uses, in light of the impression that the food-aid flows
to Jamaica were largely motivated by foreign policy and macro-
economic considerations.

The team rejected these approaches and decided to look
selectively at self-help measures--in effect, to see what

P
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might, in a very brief period, be learned about a number of
discrete projects, what that knowledge says about compliance
with selected self-help measures, and in turn what that says
about the impact of self-help measures generally.

This effort was undertaken, and the results of project-
specific reviews can be found in Appendixes F, I, J, and K.
The team concluded that it is possible in a very brief period
of time to identify problems with projects that are supported
by local currency generations (these projects are i.sually known
to GOJ and USAID project officers) and to report on impressions
of impact. Our findings are included in the report. But they
are advanced with considerable trepidation, since invariably an
understanding of the initial constraints and objectives of the
activity; the project design rationale; and intervening politi-
cal, economic, administrative, and other circumstances are most
important to understanding why a particular impact occurred.

Nevertheless, team members did reach some conclusions
about some of the projects they visited. Their conclusions
were based on reviesws of other evaluations, progress reports,
project papers, and conversations with USAID and GOJ person-
nel. While we believe the conclusions are valid, we think the
experiment proved that the task was not worth the effort. The
observations are too project-specific. Thus, for example, the
conclusions about vocational training, curriculum reform, and
teacher training cannot provide a basis for a broader statement
about performance under the several self-help measures pertain-
ing to the education sector.

Efforts to assess the macroeconomic impacts of the
assistance involved a review of a wide variety of reports and
analyses of the Jamaican economy, and interviews with USAID,
Embassy, GOJ, and IMF personnel, as well as individuals in the
private sector with a view to determining context, motivations,
aspirations, and .mpact.

The transfer of food (rather than funds) gave rise to two
distinct dimensions of impact. One impact relates to the food
destined for the maternal and child health (MCH) and the school
feeding programs; this food was not sold commercially, but was
transferred to the Ministries of Health and Education. The
evaluation included an essentially separate assessment of these
programs (see Appendix I).

An evaluation of the other impact required a macroeconomic
analysis of the effect on the Jamaican economy of over $40 mil-
lion worth of imported food. Was the food additional, or would
it have been imported anyway, with the GOJ diverting foreign
exchange to buy it? Did it depress production by Jamaican
farmers, as increases in supply led to reductions in both con-
sumer prices and returns to farmers? Did it serve to postpone
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the day hard policy choices would have to be made, or did it
encourage and support these choices? By generating local cur-
rency for the GOJ, did it divert the Government's attention
from the need to improve revenue-generation measures? Food as
an aid instrument involves all these issues and the team sought
to examine them.

While examining impacts, we were always mindful of the
importance of understanding the decisionmaking process that
determined how food aid was provided; for example, how
allocation decisions were made or self-help measures were iden-
tified. Without knowing how decisions were made, who made
them, and why, the team believed it could not understand how
some impacts occurred or what changes in Title I procedures
might be appropriate to improve impact. Thus, if self-help
me .sures did not stimulate greater performance by a ministry,
was it because ministry personnel were not consulted in the
formulation of the measures? Should the process be modified to
include them? Similarly, was the level of impact of feeding
programs affected by the regularity of the supply of food? Was
the process of commodity selection, purchasing, and distribu-
tion sound? An appreciation of the mechanics of food aid
appeared to be crucial to judgments about impact.

In the course of examining these questions, the team
attempted to identify and address several important generic
issues which attend the food aid program. One intention was to
derive from our brief exposure to the Jamaican program some
ideas and recommendations about food aid programs generally.
These efforts are reflected in the body of the report in
Section V.

Finally, the team decided to keep the time devoted to
field visits and preliminary report drafting in-country as
short as possible--no more than three weeks. It was an experi-
ment which assumed that very modest efforts could be made to
discern the impact of local currency uses and miscellaneous
self-help measures.

Several conclusions were drawn based or. this methodology.

1. Evaluating selective self-help measures and local cur-
rency allocations in a program where the principal
purposes are related to macroeconomic crisis condi-
tions can be presumed to be a waste of time, since

"~ little information that was reliable or valuable could
'be learned.  However, where the self-help conditions
are more focused and related directly to the principal
purposes of the food aid agreement, then their evalua-
tion would be appropriate.
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AID/Washington should consider whether Title I food

aid programs, so often designed and justified on

macrceconomic grounds, are appropriate subjects of

impact evaluations as these have evolved over time.

At the least, the dimensions of programs selected for

evaluation shotld be such as to raise questions about

impact on domestic producers and on the poorest seg-

ments of society (when prices fall or rise). \

The complexities of food aid will normally require at
1east one evaluation team member who is versed in the
process of commodity identification and selectiocon, the
implications of the interagency approval system, and
other similar background issues. Economic expertise
is, of course, also essential.

It should be assumed that a careful analysis of the
economic impact of the program will be time consuming
and will require much effort after the field visits.




APPENDIX C

PL 480 PROGRAMS: GENERAL OVERVIEW
AND ISSUES OF FOOD AID
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I. GENERAL OVERVIEW

PL 480 PROGRAMS:

Public Law 480, or the Food for Peace program, is the
‘primary means by which the U.S. Government provides food assis-
tance - to developing countries. Enacted in 1954, PL 480 has
four legislative obJectives- (1) provide humanitarian assis-
tance; (2) support economic development within recipient coun-

- tries; (3) expand international trade and develop markets for
U.S. agricultural commodities; and (4) promote the foreign

- policy of the United States. Since its inception, 292 million
metric tons of commodities valued at $32 billion have been ex-
ported through FL 480 programs.

PL 480 authorizes three programs through which the United
States can provide food assistance:

Title I: Title I of PL 480 authorizes the U.S. Government
to finance the sale of agricultural commodities on concessional
terms--low interest rates and long repayment terms--to
"friendly" developing countries. Sales are financed through
the Commodity Credit Corporation (CCC) of the Department of
Agriculture.

Commodities imported through Title I are generally sold on
the local market by the recipient country government. Curren-
cies generated in this manner are available for use by the
racipient government. Depending upon the particular country
involved, they may be allocated to support self-help
development measures specified in the Title I agreement or “for
general budgetary support in selected sectors which are also
identified in the agreement, e.g., agriculture, nutrition,
health, or education.

Title III: In 1977, Congress authorized the "Food for
Development™ Title III program. Title III programs are similar
to those of Title I, but provide for forgiveness of the origi-
nal CCC loan if the recipient government uses the local curren-
~ cies or the commodities themselves to implement programs in

agriculture and rural development, nutrition, health services,
and population planning which are specified in the Title III
agreement. To facilitate development planning and to encourage
country participation, Title III authorizes multiyear PL 480
agreements of up to five years.

 Title II: Title II authorizes donations of U.S. food. to
developing countries to meet famine or other urgent relief
requirements, to combat malnutrition, and to promote economic
and community development. Donations are made through U.S.
private voluntary agencies such as CARE and Catholic Relief
Sexrvices, through the World Food Programme of the United
‘Nations, and through government-to-government grants. Unlike




C-2

the Title I and III programs, which are designed to augment the
aggregate supply of food within the recipient country and to be
marketed through existing commercial channels, Title II commod-
ities are generally targeted to specific nutritionally vulner-
able groups within the recipient countries. Direct feeding
programs support maternal and child aealth activities, school-
feeding, and food-for-work projects.

II. PL 480 TITLE I: CONCECSIONAL SALC

A. Country Eligibility and Selection

Consideration of Title I food assistance for any country
formally begins winen the recipient government makes an official
request for assistance to the U.S, Embassy or USAID Mission.

In most cases, however, the formal request follows discussions
on the domestic food and agriculture situation between local
government officials and Embassy/USAID staff. Moreover, for
those countries which are traditional Title I recipients, work
on preparlng the program proposal may begin in anticipation of
receiving the official request.

The U.S. country teaml within the Embassy reviews and
analyzes the request for a Title I program and assesses the
need for food assistance. If viewed favorably, the request,
along with the country team's analysis and recommendations,
will be forwarded to Washington for review. The request must
also be accompanied by supply and distribution data for what-
ever commodities are being requested by the recipient country
government. Specifically, the supply and 4dAistribution data
mist include beginning stocks, local rrduction, imports, con-
sumption, exports, and ending stocks fo: the previous five
years and estimates for the current year. 1Imports must also be

" identified by country of origin and indici.ce whether they are

commercial or concessional.

Since 1977, Section 401(b) of PL 480 also requires that
the country team provide information so the Secretary of Agri-
culture can certify that adequate storage facilities are avail-
able in the recipient country to prevent waste or spoilage of
the commcdities to be imported and that local distrihbution of
the commodity will not result in a substantial disincentive to
or interference with domestic production or marketing (Bellmon

1Depending on the country involved, the U;S. country team may
consist of various USAID and Embassy staff members and the
agricultural counselor or attache.
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determination). This information need not accompany the offi-
cial request, but it must be provided and the certification
made prior to the initiation of formal negotiations with the
recipient government.

Review of requests for Title I food assistance and deci-
sions on allocating available Title I financing are made in
Washington by an interagency committee-~-the Food Aid Sub-
committee of the Development Coordination Committee.2 The
Subcommittee is chaired by a representative of the Department
of Agriculture. Voting members include representatives from
the Departments of Agriculture, State, Treasury, and Commerce;
the Agency for Interrnationzl Development; and the Office of
Management and Budget. Each voting member has one vote and
decisions are made by consensus. In those cases where inter-
agency consensus cannot be achieved at the working-staff level,
issues will be directed to higher councils of Government for
resolution. While these issues are generally resolved at the
Cabinet or sub-Cabiret level, in some instances a Presidential
decision may be required.

When deciding on individual country allocations of Title I
fiz:ancing, the Subcommittee cconsiders how each proposed country
program will contribute to achieving the four legislative
objectives of the program: (1) providing humanitarian assist-
ance; (2) supporting economic development; (3) expanding inter-
national trade and developing export.markets for U.S. agricul-
tural commodities; and (4) promoting the foreign policy of the
United States. 1In addition, country allocations will be influ-
enced by Section 111 of the PL 480 Act which mandates that at
least 75 percent of all Title I/III commodities shall be pro-
grammed to countries whouse per capita income level falls below
the criterion established for development loan financing by the
International Development Association of the World Bank.

A further important factor which the Subcommittee will
consider in allocating Title I food assistance is the existence
of a "food gap" within the proposed recipient country. The
"food gap" is the difference between current year food import
requirements derived from the supply and distribution data
supplied by the country team with the Title I request and the
recipient government's other commerical and concessional im-
ports of food. Hence the foreign exchange position of the
requesting government and its ability tc import commercially
are factored into consideration of the Title I request.

2prior to 1978, this committee was known as the Inter-Agency ‘
Staff Committee (IASC). 1In 1978, to forge a stronger link with
the Development Coordination Committee, the IASC was reorgan-
ized and renamed, but membership and procedures were not
greatly altered by this change.
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Title I may also be allocated to a country which does in
fact have the ability to meet its total food import require-
ments through commercial purchases. In this instance, the
program may be designed to free up foreign exchange for other
imports, particularly those which directly contribute to eco-
nomic development programs.

Once Washington review of the proposed Title I proyram is
completed and the size and details of the program are deter-
mined, negotiating instructions are drawn up and sent to the
Embassy. Negotiations are authorized once the Bellmon storage
and disincentive certification and consultations with third
country exporters are completed.

B. Commodity Selection

The criteria by which commodities are chosen for inclusion
in PL 480 programs a-e mandated by Section 401 of the Act.
Specifically, this section requires that the Secretary of
Agriculture make an annual determination that the programming
of each commodity will not reduce the domestic supply of the
commodity below a level needed to satisfy U.S. domestic re-
quirements, commercial exports and adequate carry-over. In
addition, the cost-effectiveness of irdividual commodities is
considered before they are made available for programming. 1In
recent years, commodities programmed under Title I have been
wheat, wheat flour, rice, feedgrains (corn and sorghum), vege-
table o0il, blended and fortified foods, and cotton.

Selection of commodities for programming to individual
Title I recipient countries is also guided by the PL 480 Act.
In particular, Section 103(c) and (n) require thac Title I
sales not displace U.&. commercial export sales nor unduly
disrupt world prices of commodities and normal patterns of
commercial trade.

To carry out these provisions of the Act, usual marketing
vequirements (UMRs) are established for each commodity included
in a Title I agreement. UMRs represent the average annual vol-
ume of commerci.l import purchases during the previous five
years. Title I assistance must be "additional" to the normal
level of commercial purchases established in the UMRs. That
is, the volume of any particular commodity which can be pro-
grammed to a recipient country is the difference between its
total consumption requirements (minus d.mestic production and
stocks) and the normal level of commercial imports identified
in the UMRs. Where two or more commodities could be programmed
using this criterion but overall assistance is limited by bud-
get availabilities, commodities will be programmed which show
the greatest export-market development potential for that
particular country.
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In signing a Title I sales agreement, the recipient gov-
ernment explicitly agrees to purchase commercially the volume
of commodities stated in the UMRs. For some commodities a
"tied™ UMR may also be included in the agreement. A tied UMR
requires the recipient government to purchase a specified por-
tion of its total UMR from the United States.

As previously noted, commodity selecticon is also guided by
Section 401(b) of the PL 480 Act in that whatever commodities
are chosen must not be a disincentive to domestic production
and marketing and adequate storage and handling facilities must
be available for importation. Title I agreements also prohibit
the resale or transhipment of the commodities (export restric-
tion) and prohibit the export of similar commodities (export
limitation) to insure that the commodities are not used to
increase commercial exports from the recipient country.

C. Financial Terms

The concessional nature of Title I export financing comes
from the financial terms of the agreements. The specific terms
included in any agreement depend largely on the financial con-
dition of the recipient country government.

Guidelines for Title I financial terms are provided by
Public Law 480 and the Foreign Assistance Act of 1961. Repay-
ment of the CCC loan is either in dollars or local currency
which is convertible to dollars. Maximum repayment periods
range between 20 years for dollar credit and 40 years for con-
vertible local currency credit. Generally, 40 year repayment
is limited to the pocrest recipient countries. Title I agree-
ments also provide for a grace period of between 2 and 10 years
before repayment is required. Minimum interest rates, as es-
tablished by the Foreign Assistance Act of 1961, are 2 percent
during the grace period and 3 percent thereafter.

Title I agreements may also require an initial payment by
the recipient country at the time of del